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OATH OR AFFIRMATION

I, Rebecca McGinley, swear (or affirm) that, to the best of my knowledge and belief the accompanying
financial statement and supporting schedules pertaining to the firm of KPMG Corporate Finance LLC, as of
September 30, 2009, are true and correct. I further swear (or affirm) that neither the company nor any partner,
proprietor, principal officer or director has any proprietary interest in any account classified solely as that of a
customer.

TREASE ALEEM Signgfure
Notary Public, State of Maryland
County of Baltimore
mmission Expires September 21, 2011

Senior Vice President - Operations

Notary Public
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his report ** contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

() An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(o) Independent Auditor’s Report on Internal Control

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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McGladrey &Pullen

Certified Publi.c Accountants

Independent Auditor’s Report

To the Member
KPMG Corporate Finance LLC
Baltimore, Maryland

We have audited the accompanying statement of financial condition of KPMG Corporate Finance LLC (the Company)
as of September 30, 2009, that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934. This
financial statement is the responsibility of the Company's management. Our responsibility is to express an opinion
on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
statement of financial condition is free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the statement of financial condition. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall statement of financial condition presentation. We believe that our audit of the statement of financial condition
provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material respects, the
financial position of KPMG Corporate Finance LLC as of September 30, 2009, in conformity with accounting

principles generally accepted in the United States of America.
/?c% / /»Z&,{_/ L~

Chicago, lllinois
November 13, 2009

McGladrey & Pullen, LLP is a member firn of RSM Intemational —
an affiliation of separate and independent legal entities.



KPMG Corporate Finance LLC

Statement of Financial Condition
September 30, 2009

Assets
Cash
Accounts receivable, net
Fixed assets, net of accumulated depreciation of $278,083
Goodwill
Other assets

Total assets
Liabilities and Member's Capital

Accrued compensation
Accounts payable, accrued expenses and other liabilities

Liabilities subordinated to the claims of general creditors
Member's capital

Total liabilities and member's capital

The accompanying notes are an integral part of the statement of financial condition.

11,425,434
2,660,541
246,106
2,235,963
507,553

17,075,597

3,843,185
2,466,324

6,309,509
5,221,667

5,544,421

17,075,597




KPMG Corporate Finance LLC

Notes to Statement of Financial Condition

Note 1. Nature of Business and Significant Accounting Policies

KPMG Corporate Finance LLC (the Company), a wholly owned subsidiary of KPMG CF Holdings, LLC (Parent), is a
Delaware limited liability company formed on February 7, 2000, for the purpose of conducting business as a broker-
dealer. The Company is a subsidiary of KPMG LLP, a UK limited liability partnership and the UK member firm of the
KPMG network of independent member firms affiliated with KPMG Intemational, a Swiss cooperative. The '
Company’s primary business is investment banking services including providing financial advisory services to
institutional investors, corporations, and individuals. These financial advisory services include capital sourcing,
mergers and acquisitions, faimess opinions and strategic business advisory services. The Company is registered
with the Securities and Exchange Commission (SEC) and is a member of the Financial Industry Regulatory Authority
(FINRA).

The Company operates under the provisions of Paragraph (k)(2)(i) of rule 15¢3-3 of the SEC and, accordingly, is
exempt from the remaining provisions of that rule. Essentially, the requirements of Paragraph (k)(2)(i) provide that
the broker/dealer carries no margin accounts, promptly transmits all customer funds and delivers all securities
received in connection with his activities as a broker or dealer, does not otherwise hold funds or securities for or owe
money or securities to customers, and effectuates all financial transactions between the broker or dealer and its
customers through one or more bank accounts, each to be designated as Special Account for the Exclusive Benefit
of Customers of the Company.

The following is a summary of the Company's significant accounting policies:

Accounting policies: The Company follows accounting standards set by the Financial Accounting Standards
Board, commonly referred to as the “FASB.” The FASB sets generally accepted accounting principles (GAAP) that
the Company follows to ensure consistent reporting of financial condition, results of operations, and cash flows.
References to GAAP issued by the FASB in these footnotes are to the FASB Accounting Standards Codification,™
sometimes referred to as the Codification or ASC. The FASB finalized the Codification effective for periods ending on
or after September 15, 2009.

Accounting estimates: The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and fiabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates.

Revenue recognition: Investment banking revenues include both success fees eamned and hourly work performed
providing merger and acquisition and financial restructuring advisory services. Success fee revenue is recognized as
services are provided to customers, with the majority of recognition occurring when sales are successfully
consummated, as defined under the terms of each engagement. Hourly revenue is recognized as incurred. The
Company recognizes contractual interest on an accrual basis.

Fixed assets: Fixed assets consist of computer equipment and software and are recorded at cost and depreciated
on a straight-line basis over the estimated useful lives of the assets.

Income taxes: As a limited liability company, the Company is not subject to federal or state income taxes. The
Company's income or loss is reportable on the member’s separate federal and state income tax retumns.

Goodwill: Under the provisions of FASB ASC 350-10, goodwill is no longer subject to amortization over its useful
life, but instead is subject to at least annual assessments for impairment by applying a fair-value based test. The
Company reviews goodwill annually in September to determine potential impairment by comparing the carrying value
of its assets with expected future cash flows.

-3-



KPMG Corporate Finance LLC

Notes to Statement of Financial Condition

Note 1. Nature of Business and Significant Accounting Policies (Continued)

On October 1, 2009, KPMG UK and the Company management agreed to sell its interest in KPMG UK Holdings
(US), Inc. to KPMG US. The transaction is expected to close December 1, 2009.

Recent accounting pronouncements: In July 2006, the FASB issued FASB ASC 740-10, which clarifies the
accounting for uncertainty in income taxes recognized in an enterprise’s financial statements. It prescribes a
recognition threshold and measurement attribute for the financial statement recognition and measurement of a tax
position taken or expected to be taken in a tax retum. It also provides guidance on derecognition of tax benefits,
classification on the balance sheet, interest and penalties, accounting in interim periods, disclosure, and transition.

In December 2008, the FASB provided for a deferral of the effective date of FASB ASC 740-10 for certain nonpublic
enterprises to annual financial statements for fiscal years beginning after December 15, 2008. The Company has
elected this deferral and accordingly will be required to adopt FASB ASC 740-10 in its 2010 annual financial
statements. Prior to adoption, the Company will continue to evaluate its uncertain tax positions and related income
tax contingencies under FASB ASC 450-10, which requires the Company to accrue for losses it believes are
probable and can be reasonably estimated. Management is currently assessing the impact of FASB ASC 740-10 on
its financial position and results of operations and has not yet determined if the adoption will have a material effect on
its financial statements.

In May 2009, the FASB issued ASC 855-10 which establishes general standards of accounting for, and disclosure of,
events that occur after the balance sheet date but before financial statements are issued or are available to be
issued. ASC 855-10 is effective for interim and annual periods ending after June 15, 2009. The Company has
adopted ASC 855-10 as of September 30, 2009.

Note 2. Accounts Receivable

At September 30, 2009, accounts receivable includes amounts billed and hours incurred in connection with
investment banking activities. The amounts billed and hours incurred include time and expense or retainers. The
amount recorded is net of an allowance for doubtful accounts of $172,504.

The Company determines the reserve for doubtful accounts based on the dollar total of accounts receivable over 90
days, except for governmental engagements, which are based on a 180-day threshold.

Note 3. Goodwill and Intangible Assets

On October 1, 2007, the Company acquired substantially all of the assets of Keen Consultants, LLC, Keen Realty,
LLC, Keen Strategic Advisors, LLC, and MHM Advisors, LLC (collectively, Keen), a group of affiliated real estate
advisory and real estate transactional businesses. In conjunction with the purchase, the Company recorded a
$150,000 intangible asset related to a non-compete agreement, which is being amortized over a three and a half-
year period and is included with other assets on the statement of financial condition.

The excess of the purchase price and eam-out payments over the estimated fair values of the net assets acquired,
including the identifiable intangible asset, was recorded as goodwill in the amount of approximately $2,229,000.
During the current fiscal year, the Company incurred approximately $7,000 of goodwill adjustments in conjunction
with its acquisition of Keen in the prior year.



KPMG Corporate Finance LLC

Notes to Statement of Financial Condition

Note 4. Liabilities Subordinat_ed to the Claims of General Creditors

On November 20, 2008, the Company entered into a subordinated loan agreement with Branch Banking and Trust
Company (BB&T). The advance was in the amount of $3,000,000, which accrues interest at a floating rate of the 30-
day LIBOR plus 0.40 percent per annum, and matures on November 20, 2009. The interest is payable in arrears on
the 30-day anniversary of the loan date and is subordinated to the claims of general creditors. The Company is
required to maintain in accounts with BB&T $6,000,000 and if not, will be subject to a nominal monthly maintenance
fee.

On June 30, 2009, the Company amended its revolving subordinated loan agreement with BB&T to extend the .
maturity to June 30, 2010. The first advance was in the amount of $1,110,834, which accrues interest at a floating
rate of the 30-day LIBOR plus 0.40 percent per annum. The interest is payable in arrears on each 30-day
anniversary of the loan date and is subordinated to the claims of general creditors. The second advance was in the
amount of $1,110,833, which accrues interest at a fixed rate of 4.17 percent per annum, and matures on July 1,
2010. The interest is payable in arrears on each 30-day anniversary of the loan date and is subordinated to the
claims of general creditors. As of September 30, 2009, subordinated interest payable amounted to $1,218.

The principal and interest amounts of the subordinated loans payable are available in computing net capital under the
SEC's uniform net capital rule. To the extent that such borrowings and related interest are required for the
Company's continued compliance with minimum net capital requirements, they may not be repaid.

Note 5. Net Capital Requirements

The Company is a broker-dealer subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1), which requires the
maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital, both as
defined, shall not exceed 15 to 1. Rule 15¢3-1 also provides that equity capital may not be withdrawn if the resulting
net capital ratio would exceed 10 to 1. At September 30, 2009, the Company had net capital of $5,115,925, which
was $4,695,291 in excess of its required net capital of $420,634. At September 30, 2009, the Company's net capital
ratio was 1.23 to 1.

Note 6. Customer Concentration and Related-Party Transactions

For the year ended September 30, 2009, the Company had four major customers. A customer is considered major
when the customer represents more than 10 percent of total accounts receivable as of September 30, 2009 or total
revenue for the year ended September 30, 2009. Transactions with major customers represent approximately -

42 percent of total revenue and 46 percent of accounts receivable. Transactions with the first major customer
represent approximately 22 percent of total revenue and 4 percent of the total accounts receivable at September 30,
2009. Transactions with the second major customer represent approximately 15 percent of total revenue and

17 percent of total accounts receivable at September 30, 2009. Transactions with the third major customer represent
approximately 4 percent of total revenue and 15 percent of total accounts receivable at September 30, 2009.
Transactions with the fourth major customer represent approximately 1 percent of total revenue and 11 percent of
total accounts receivable at September 30, 2009.

On August 24, 2000, the Company entered into a Memorandum of Understanding with KPMG UK and KPMG LLP
(KPMG US). As part of the agreement, KPMG US agreed to provide infrastructure services to the Company, which is
reflected as an overhead charge to the Company and included as infrastructure and rent charge on the
accompanying statement of operations. The infrastructure services include technology, marketing and
communication, support services and occupancy. Reimbursement for services occurs on a quarterly basis.



KPMG Corporate Finance LLC

Notes to Statement of Financial Condition

Note 6. Customer Concentration and Related-Party Transactions (Continued)

On May 7, 2004, KPMG-U.S. terminated its portion of the Memorandum of Understanding and entered into a shared
services agreement with the Company. Under the shared services agreement, the Company will reimburse KPMG-
U.S. for all occupancy costs, which are included as rent on the accompanying statement of operations. Either party
may terminate the shared services agreement, under certain limited conditions as defined in the agreement, by giving
30 days' prior written notice to the other party.

At September 30, 2009, included in accounts payable, accrued expenses and other liabilities is $521,486 due to
affiliated KPMG entities for rent and infrastructure services provided. Also included in accounts payable, accrued
expenses and other liabilities is $856,682 owed to KPMG UK for a participation charge, as defined.

At September 30, 2009, accounts receivable and accounts payable of $364,119 and $419,966, respectively, is due
to/from affiliated KPMG entities for services provided to Company customers.

Note 7. Commitments and Contingent Liabilities

Minimum annual rental under a noncancelable lease for office space which expires May 2013, exclusive of additional
payments which may be required for operating and maintenance costs, is as follows:

Years ending September 30:
2010 $ 108,385
2011 112,706
2012 115,946
2013 77,058
Total $ 414,09

Note 8. Concentration of Credit Risk

The Company’s financial instruments that are exposed to concentrations of credit risk include cash. The Company
maintains its cash accounts with financial institutions. The total cash balances of the Company are insured by the
Federal Deposit Insurance Corporation (FDIC) up to $250,000 per depositor, per bank. The Company had cash at
September 30, 2009, that exceeded the balance insured by the FDIC or others. The Company monitors such credit
risk and has not experienced any losses related to such risks.

Note 9. Indemnifications

in the normal course of business, the Company enters into contracts that contain a variety of representations and
warranties that provide indemnifications under certain circumstances. The Company’s maximum exposure under
these arrangements is unknown, as this would involve future claims that may be made against the Company that
have not yet occurred. The Company expects the risk of loss to be remote.

Note 10.  Subsequent Events

On October 1, 2009, KPMG UK and the Company management agreed to sell its interest in KPMG UK Holdings
(US), Inc. to KPMG US. The transaction is expected to close December 1, 2009.
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DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT
Amounts for the fiscal period
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andending—______,20__
Eliminate cents

item No. $ |7\’ 3L3 ’D‘b

2a. Toial revenue (FOCUS Line 12/Part HA Line 9, Code 4030)

2b, Additions: :
{1) Total revenues from the securities business of subsidiaries (excepl foreign subsidiaries} and

predecessors not included above.

{2) Net loss from principal transactions in securities in trading accounts.

(3) Net lass from principa! transactions in commodities in trading accounts.

{4) Interest and dividend expanse deducted in determining item 2a.

{5) Net loss from management of or participation in the underwriting or distribution of securities.

{6) Expenses other than advertising, prlnting, registration fees and legal fees deducted in determining net
profit from management of or participation in underwriting or distribution of securities.

{7) Net loss from securifies in investment accounts.
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Tolal additions

2¢. Deductions: :
{1) Revenuss from the distribution of shares of a registered open end investment company or unit

investment trust, from the sale of variable annulties, from the business of insurance, from investment
advisory services rendered to registered investment companies or insurance company separate
accounts, and from transactions in securlty lutures products.

{2} Revenues from commodity fransactions.

(3) Commissions, ftoor brokerage and clearance paid to other SIPC members (n connection with
securities transactions.

(4} Reimbursements for postage in connection with proxy solicitation.

{5) Net gain from securilies in investment accounts,
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from issuance date,

7
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related to the securities business {revenue defined by Section 16{3}{L} of the Act). ’ J
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{8) Other revenue not related aither diractly or indirectiy to the securities business.
{See Instruction C):

412,654

{9) {1} Total Interest and dividend expense (FOCUS Line 22/PART IIA Line 13,
Code 4075 plus line 2b(4) above) but not in excess

of total interest and dividend income. $ 7
(i} 40% of interest earned on customers securities accounts ¢
{40% of FOCUS line 5, Code 3860). $ 4 ¢

Enter the greater of line (i) or {ii) 7
1,123,562

4,399,427

: i,418.51

‘ {to page 1 but not less than
2 $150 minimum)

Total deductions

2d. SIPC Net Operating Revenues

2e. General Assessment @ .0025



